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Abstract 
 
Homeownership is an important means of building wealth, especially for low-income and 
minority households; however, the financial crisis had devastating effects on these same people 
who stand to benefit from homeownership. This study uses data on low- and moderate-income 
renters to analyze differences in saving for homeownership, especially by race, ethnicity, and 
country of birth. The panel analysis looks at survey data from before and after the financial crisis 
to determine how savings behavior may have changed. Initial findings show that Hispanics are 
more likely than whites to save for a house, especially prior to the crisis. Panel analysis also 
suggests that blacks are also more likely than whites to save. These findings have important 
implications as those who could perhaps benefit most from homeownership were more likely to 
save but were also hit hardest by the effects of the crisis. 
 
Introduction 
 
 For those considering entering into homeownership, saving for a down payment is, along 
with credit score, perhaps the biggest obstacle to entry. Understanding what has happened to 
down payment savings in the wake of the crisis is important in understanding trends in 
homeownership. The dependent variable in this study is whether respondents saved for a down 
payment on a regular basis. The explanatory variables of interest are race, ethnicity, and country 
of birth. 
 This paper will use data from the Community Advantage Panel Survey to investigate the 
effect of race, ethnicity, and country of birth on saving for homeownership. This longitudinal 
study provides important data on saving behavior among low-income renters from pre- to post-
recession. I will begin by discussing the literature about homeownership and down payment 
saving. I will then describe the data and the data analysis. Finally, I will draw some conclusions 
from the analysis and suggest future topics of study. 
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Review of the Literature 
 
There is large amount of research on saving and wealth. Low income is perhaps the 
single most important obstacle to saving (McKernan and Sherraden, 2008). McKernan and 
Sherraden also identify other important factors including being a single-parent household, having 
high medical expenses and carrying a large debt load.  
There are also differences in saving by race, and a number of studies have attempted to 
help explain that difference. Research from Gittleman and Wolff (2000) shows some racial 
differences in saving can be attributed to differences in income; their research also shows that 
blacks still save at a lower rate than whites after controlling for income. Hurst, Luoh, and 
Stafford (1998) suggest differences in portfolio composition of assets and preferred saving 
vehicles of whites and blacks can explain some of the gap. For example, whites are more likely 
than blacks to have assets in stocks or retirement accounts. Keister (2004) suggests family 
structure differences are responsible for some of the racial wealth gap; single-parent, especially 
female-headed households are disadvantaged in the labor market and wealth building. 
Cavalluzzo and Wolken (2002) show that the net worth of white business owners is significantly 
higher than that of black business owners, and Bates (2006) found that whites are more likely 
than blacks to own their own business. Furthermore, Herring and Henderson (2016) found that 
racial differences in income, stock ownership, and businesses ownership explain much of the 
racial wealth gap. They also found that blacks experience lower wealth returns than whites to 
investments including education, income, and stock ownership. Whites also experience larger 
increases in rates of wealth accumulation in later years of life; this wealth can then be passed on 
between generations, further expanding the racial wealth gap (Brown, 2016).  Rugh and Massey 
(2010) explain that because housing equity is such a large part of the wealth of most households, 
discrimination in the housing market has in turn led to disparities in wealth. 
 Homeownership is one of the most important tools for wealth building. Home equity is 
often the primary asset of asset-holding low-income households (McKernan and Sherraden, 
2008). Turner and Luea (2009) estimate a $10,000 increase in wealth for each year of 
homeownership for low- and moderate-income households. Differences in homeownership rates 
are important in understanding racial wealth disparities. Researchers have shown that the racial 
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wealth gap would be significantly reduced by increased access to homeownership among 
minority households (Desmond, 2017; Shapiro, Meschede, & Osoro, 2013).  
 Intergenerational wealth transfers are also important in understanding wealth disparities 
and saving for homeownership. Gale and Scholz (1994) found that an intergenerational wealth 
transfer increased the likelihood of purchasing a home, and Schoeni (1997) found that people 
who received monetary gifts were more likely to become a homeowner. Higher-income 
households and whites are more likely to receive money transfers (Gale and Scholz, 1994; 
Wilhelm, 2001).  
Furthermore, studies indicate that whites are more likely to expect and receive 
inheritances compared to blacks and Latinos (Gittleman and Wolff, 2004; Menchik and 
Jianakoplos, 1997; Wolff, 2002). In regard to saving for homeownership, Charles and Hurst 
(2002) determined that blacks are more likely to rely on their own savings for down payments 
while whites are more likely to receive assistance, often from family members. Shapiro (2004) 
also found that almost half of white first-time homebuyers received down payment assistance 
while about twelve percent of black first-time homebuyers received assistance. 
Some studies do seem to suggest that differences in intergenerational transfers go away 
when controlling for income, wealth, and education, but, as McKernan and Sherraden (2008) 
point out, blacks and Latinos will likely have less wealth as long as they experience lower 
income, wealth, and education. 
Homeownership has long been viewed as a pinnacle of the American Dream and a safe 
investment; however, this view of homeownership seems to have been brought into question 
during and after the financial crisis. Atkinson, Luttrell, and Rosenblum (2013) of the Federal 
Reserve Bank of Dallas estimate that household net worth in the US fell $16 trillion dollars, or 
24 percent, from 2007 to 2009. Additionally, people were left to deal with lost jobs, lost homes, 
and a general loss of faith in some financial institutions. What’s more, minority households are 
more likely to have received a subprime loan and were hit hardest by the foreclosure crisis, 
damaging efforts to address the racial wealth gap (Rugh, 2015). The majority of those who lost 
their homes to foreclosure were non-Hispanic white but black and Latino families had 
disproportionately high rates of foreclosure (Bocian, Li, and Ernst, 2010). Kochhar, Fry, and 
Taylor (2011) estimated that the net worth of Latino households decreased 66% from 2005 to 
2009; net worth of black households fell 53%. White households, on the other hand, saw only a 
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16% decline in household net worth. Home equity makes up a larger percentage of net worth for 
Latino and black households while white households have more assets in stocks. This led to 
uneven recovery in the years following the recession when stocks rebounded much more quickly 
than the housing market (Kochhar, Fry, and Taylor, 2011). 
Homeownership rates in the US are declining (State of the Nation’s Housing 2017). 
Certainly, the crisis led people to question the supposed benefits of homeownership. Lindblad, 
Han, Yu, and Rohe (2017) found that the number of people with the intention to buy a home 
decreased from 2005 to 2014. Goodman, Pendall, and Zhu (2015) attribute declining 
homeownership rates a number of factors including demographic shifts (delayed marriage and 
childbearing), increased student loan debt, and effects of the Great Recession.  Goodman and 
Mayer (2018) estimate that the recession led to a 3.3% decrease in the homeownership rate.  
While there is research on savings more generally as well as down payment assistance, 
less work has been done regarding saving for homeownership. Research on individual 
development accounts (IDA) suggest that using an IDA increases homeownership rates (Mills et 
al. (2008). Herbert and Tsen (2007) show that liquid assets are a good predictor of 
homeownership. Charles and Hurst (2002) show that blacks have a more difficult time than 
whites to come up with the money for a down payment both because neither they nor their 
family have the wealth to draw from. Freeman and Harden (2013) studied down payment 
assistance and found no difference mortgage performance between people who used assistance 
and those who did not.  
Based on previous research, it could be predicted that whites would save more than non-
whites; however, there is also the important factor of whites being more reliant on gifts. It could 
be that whites save less because of that expectation of assistance. The data used in this study 
provides an excellent opportunity to look specifically at saving for down payments more 
generally and how such behavior changed across the financial crisis.  
 
Data 
 
The data comes from the Community Advantage Panel Survey (CAPS), a study of low- and 
moderate-income households conducted by the UNC Center for Community Capital along with 
Self-Help Credit Union and RTI International. CAPS was launched in 1992 to collect data on 
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participants in the Community Advantage Program (CAP), an initiative of Self-Help, the Ford 
Foundation, and Fannie Mae to fund home loans made to low- and moderate-income buyers. The 
CAPS data comes primarily from a longitudinal survey of homeowners participating in the 
Community Advantage Program. There is also a subset of the survey that has collected data on 
renters in the United States, starting in 2004. These renters were selected to match the 
homeowners participating in CAP. While much of the research to date has been focused on the 
owners in the study, the renter data also provides key information about saving for 
homeownership.  
The renters in the study live in the 30 metropolitan statistical areas with the highest 
representation of the owner sample households. They were selected using random digit dialing. 
The potential sample renters were screened by income compared to the area median income 
(AMI). Renters had to have an income at or below 80% of AMI if the minority representation in 
the census tract was less than 30% or an income at or below 115% of AMI if the minority 
representation was greater than or equal to 30%. Ultimately, 1,529 renter households were 
selected to participate in the study (Quercia and Riley, 2017). 
The median age of members of the renters sample is 40 and the average household 
income is $20,200. The sample is 70% female. The sample is also 44% white, 33% black, 19% 
Hispanic. 27% of the renters were married and 43% had children in the household (Quercia and 
Riley, 2017). 
The majority of the renters were located in the South (74%) with 27% in North Carolina 
alone. Another 14% of the renters were in the Midwest and 12% were in the western United 
States (Quercia and Riley, 2017). 
This sample of renters is largely representative of the lower-income population of the 
United States. Some slight differences are that CAPS participants are more likely than the 
general low-income population to be educated, to be employed, and to live in the South. 
Nevertheless, the CAPS sample can provide useful insights in understanding savings behavior of 
low-income renters in the US more generally (Manturuk Lindblad, and Quercia, 2017). 
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Analysis 
 
Descriptive Statistics 
 
In 2004, the first year for which there is renter data available, there are 1,197 survey 
respondents who gave a response for the question: Have you (or your spouse) saved money to 
buy a house on a regular basis? 322 respondents did not meet the criteria for the questions (i.e. 
legitimate skips) (21.06% of the respondents), 4 respondents answered “Don’t know” (0.26%), 
and 2 respondents refused to answer (0.13%). In 2015, the number of respondents remaining 
after removing those who had become owners was 526. There were also 264 legitimate skips and 
1 respondent refused to answer.  
A Pearson’s Correlation analysis was performed on the data to check for covariance or 
other potential issues. Tables with the results can be found in the appendix. 
Table 1 shows the percentage of respondents in each year who said that they had saved 
for a house. The information in the tables below show that black and Hispanic respondents were 
more likely to report saving regularly for a house than white respondents. Regression analysis 
was then used to control for other factors to single out the effect of race and ethnicity. 
 
Table 1.  Percentage of CAPS renters who have saved, by race/ethnicity, 2004 & 2015. 
Have you (or your spouse) saved money to buy a house on a regular basis? 
Group Percentage who have saved 
2004 (n = 1,197) 
Percentage who have saved 
2015 (n = 526) 
White alone 34.4 5.19 
Black alone 45.99 11.74 
Hispanic 52.55 18.75 
Other 50.0 11.11 
 
 
Logistic Regression 
 
A logistic regression model was created for both years (2004 and 2015) in order to control for a 
variety of variables and isolate the effects of race, ethnicity, and foreign-born status. The 
dependent variable is: Have you (or your spouse) saved money to buy a house on a regular basis? 
The responses are in a yes/no format. The explanatory variables of interest are race/ethnicity and 
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country of birth. The race/ethnicity variable is broken down into four categories: non-Hispanic 
white, non-Hispanic black, Hispanic all races, and other. The country of birth question asks 
simply whether the respondent was born in the United States or in another country.  
The control variables used in the model are as follows: household income; education 
(broken down into three categories: no high school degree; high school degree or GED; at least a 
college degree), number of adults in the household; number of minors in the household; and 
percent of income used for rent. 
The number of samples with complete data for all variables in 2004 is 801 and in 2015 is 
446. This takes into account attrition, renters who became owners across this time period, and 
non-responses. Table 2 shows the coefficients and odds ratios from both regression models. The 
coefficients show the log of the probability of saving over the probability of not saving. That is, 
it shows the change in rate of the log of the odds of saving for a change in the independent 
variable.  
The odds ratios show the odds of saving on a regular basis to buy a home. For race, the 
odds ratio shows the odds of saving compared to whites. For example, the odds ratio for 
Hispanic respondents in 2004 shows that Hispanic respondents are 2.55 times more likely to 
have responded that they have saved money on a regular basis compared to white respondents. 
The odds ratios for education are interpreted similarly: the ratios show the likelihood of saving 
compared to respondents without a high school degree. A respondent born outside the United 
States in 2004 is 1.638 more likely to save than someone born in the United States. For the 
numerical variables (number of adults in household, number of minors in household, household 
income, and rent to income ratio) the odds ratios are interpreted such that an increase of 1 unit 
results in a change in likelihood of saving equal to the odds ratio. For example, a household with 
one minor in 2004 is 1.006 times more likely to have saved on a regular basis than a household 
with no minors.  
The results suggest that Hispanic renters are more likely to save than white renters with a 
stronger but more significant difference in 2004 than in 2015. Renters born outside the United 
States were more likely to report saving in 2004 than those born in the country (p < 0.10). 
Education level and rent/income ratio are also significant predictors of saving in 2004 but not in 
2015. Household income is a strong predictor of saving in both years, a finding that would 
corroborate findings from previous research. 
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Table 2. Logistic Regression Analysis, 2004 & 2015. 
 2004 (n = 801)  2015 (n = 446)  
 Coefficient 
(standard error) 
Odds 
Ratio 
Coefficient 
(standard error) 
Odds Ratio 
Race: Black 0.1113 
(0.1513) 
1.636 0.4393 
(0.4057) 
2.808 
Race: Hispanic 0.5550 ** 
(0.2078) 
2.550 0.8720 * 
(0.4942) 
4.328 
Race: Other -0.2853 
(0.2766) 
1.101 -0.7181 
(0.8572) 
0.883 
Country of Birth 0.4932 * 
(0.2824) 
1.638 0.5892 
(0.6138) 
1.802 
Number of Adults 
in HH 
0.00633 
(0.0952) 
1.006 0.0624 
(0.2119) 
1.064 
Number of Minors 
in HH 
0.0218 
(0.0657) 
1.022 0.1420 
(0.1589) 
1.153 
HS degree; no 
college degree 
0.2456 ** 
(0.1166) 
2.110 0.1663 
(0.3117) 
0.921 
College degree 0.2554 * 
(0.1498) 
2.131 -0.4145 
(0.5459) 
0.516 
Household Income 0.000028 *** 
(0.000006505) 
1.000 0.000028 *** 
(0.000006969) 
1.000 
Rent/Income Ratio 3.9533 ** 
(1.5701) 
52.107 -1.8231 
(3.5901) 
0.162 
Intercept -1.7452 *** 
(0.4458) 
- -4.4762 *** 
(1.0722) 
- 
     
Dependent Variable: Have you (or your spouse) saved money to buy a house on a regular basis? 
Logistic regression analysis. 
***p < 0.001 ** p < 0.05 * p < 0.10  
 
Panel Regression 
 
A panel regression analysis was also performed to look at changes in the survey 
respondents across time. Panel analysis can help deal with attrition across the eleven years as 
well as provide an additional robustness test of the findings from the separate regression models 
for each year. The panel analysis has an additional variable, time, to control for the year. Cluster-
robust standard errors were used in order to control for correlation between the same respondents 
across years (Cameron and Miller, 2015). Each respondent has a unique ID variable which was 
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used to cluster the observations by respondent. Table 3 shows the results of the panel logistic 
regression. 
The panel regression model shows similar results as the separate year results. Hispanic 
respondents were more likely to save for a house. Another result is that blacks are more likely to 
save than whites and people were born outside the country are more likely to save than those 
who were not. Education, rent/income ratio, and household income are also significant predictors 
of saving. 
 
Table 3. Logistic Regression Analysis with Panel Data, 2004 to 2015. 
 2004–2015  
 Coefficient 
(standard error) 
Odds Ratio 
Race: Black 0.5410912 * 
(0.1569508) 
1.71788 
Race: Hispanic 0.9964343 ** 
(0.2512485) 
2.708606 
Race: Other 0.0587038 
(0.3574192) 
1.060461 
Country of Birth 0.4708936 * 
(0.2562134) 
1.601425 
Number of Adults in HH 0.0143193 
(0.0836965) 
1.014422 
Number of Minors in HH 0.0461808 
(0.0638552) 
1.047264 
HS degree; no college degree 0.5612199 ** 
(0.2164242) 
1.752809 
College degree 0.5574914 ** 
(0.2665202) 
1.746286 
Household Income 0.0000258 *** 
(0.00000541) 
1.000026 
Rent/Income Ratio 2.2604 ** 
(0.8318955) 
9.586927 
Year -2.354368 *** 
(0.2034988) 
0.0949535 
Constant -2.385892 *** 
(0.4070281) 
0.0920069 
   
Dependent Variable: Have you (or your spouse) saved money to buy a house on a regular basis? 
Logistic regression analysis with cluster random errors (by ID). 
***p < 0.001 ** p < 0.05 * p < 0.10  
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Discussion 
 
The findings of this analysis fit into a larger narrative of saving, race, and the financial 
crisis. Previous research has shown the uneven impact of the financial crisis on people of color. 
CAPS data in this report reveals that Hispanics and blacks were more likely than whites to save 
on a regular basis prior to the crisis. These differences are not as strong in 2015, following the 
crisis. This change between years suggests that the crisis may have changed people’s ability or 
desire to save for homeownership. The fact that Hispanics and blacks are more likely to save 
may go against many hypotheses of saving considering the research on disparate housing 
outcomes by race; however, these findings make more sense in the context of some research 
discussed earlier about saving. 
Whites are more likely to rely on gifts when making a down payment for a house. It 
could be that because of the expectation of gifts, white households are less likely to save on a 
regular basis. Black and Hispanic renters saving for homeownership are less likely to receive 
gifts; they are less likely to benefit from intergenerational wealth transfers, which is what 
homeownership is supposed to address. Asset development policy could help address this 
situation where lack of wealth could be preventing minority households from building wealth. 
Interventions could try to target this problem through programs such as savings matches or 
increased access to down payment assistance. 
Also important is the fact that people born outside the United States were more likely to 
save in 2004, but the difference is not significant in 2015. Homeownership is an integral part of 
the American Dream, and a means of building wealth and security for immigrants. However, as 
discussed previously, the foreclosure crisis had disproportionate impacts on people of color. The 
findings in this report suggest that immigrants are not more likely to save post-crisis like they 
were before the crisis. 
Many argue that addressing disparities in homeownership will help fix the racial wealth 
gap. However, as long as Hispanics and blacks are more likely to receive predatory financial 
products including loans, they will be more at risk of losing more from homeownership, 
something many of these people (especially prior to the crisis) were trying to attain. Future 
policy needs to continue to address predatory lending and other bad financial products that have 
wreaked havoc on the net worth and lives of many households in United States. This is 
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especially important because of recent calls for deregulation of the financial industry at the 
national level. 
The fact that people who were most likely to save for homeownership were also the ones 
who experienced the worst impacts of the crisis is discouraging. Attempts to bridge the racial 
wealth gap and help people achieve financial stability are set back considerably when people’s 
attempts to attain homeownership are damaged by unequal access to asset development, 
predatory lending, and disproportionate negative impacts from market downturns. Bowdler, 
Quercia, and Smith (2010) discuss numerous hardships faced by Latino households who 
experienced foreclosure during the crisis including: harmed family relationships; poor academic 
performance; financial disaster; and increased signs of mental illness. Their findings also showed 
mixed feelings on the future of homeownership and the American Dream. The findings of this 
study suggest that blacks and Hispanics were still more likely to save after the crisis but the 
survey sample is more limited in later years and the statistical significance is not as strong. 
People’s confidence in homeownership especially after the crisis is an important topic that future 
research can shed light on. To what extent did the crisis discourage people, especially those who 
were hardest hit, from saving for homeownership? 
Future research can further investigate the relationship between saving behavior and 
actually becoming a homeowner, especially before and after the financial crisis. Saving is one 
thing but actually becoming a homeowner is another. A limitation of this study was that it looked 
only at the question of whether respondents had saved on a regular basis, and not the amount 
people had saved. Saving on a regular basis does not tell the full story about saving because the 
amount saved and how often are key to actually making a home purchase. Future research can 
look deeper into how much people save. 
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 Appendix 
 
Pearson Correlation Coefficient, 2004 
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Pearson Correlation Coefficient, 2015 
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SAS Regression Diagnostics, 2004 
 
 
Model Information 
Data Set ALLDATA.NEWDATA2 
Response Variable savedforhouse_y1 
Number of Response Levels 2 
Model binary logit 
Optimization Technique Fisher’s scoring 
 
Response Profile 
Ordered Value savedforhouse_y11 Total Frequency 
1 1 358 
2 2 443 
 
Model Convergence Status 
Convergence criterion (GCONV=1E-8) satisfied. 
 
Model Fit Statistics 
Criterion Intercept Only Intercept and Covariates 
AIC 1103.385 1058.105 
SC 1108.071 1109.649 
-2 Log L 1101.385 1036.105 
 
Testing Global Null Hypothesis: BETA=0 
Test Chi-Square DF Pr > ChiSq 
Likelihood Ratio 65.2802 10 <.0001 
Score 53.9640 10 <.0001 
Wald 53.8927 10 <.0001 
 
Association of Predicted Probabilities and Observed Responses 
Percent Concordant 66.2 Somers’ D 0.328 
Percent Discordant 33.4 Gamma 0.330 
Percent Tied 0.4 Tau-a 0.162 
Pairs 158594 c 0.664 
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SAS Regression Diagnostics, 2015 
 
Model Information 
Data Set ALLDATA.NEWDATA2 
Response Variable savedforhouse_y11 
Number of Response Levels 2 
Model binary logit 
Optimization Technique Fisher’s scoring 
 
Response Profile 
Ordered Value savedforhouse_y11 Total Frequency 
1 1 29 
2 2 407 
 
Model Convergence Status 
Convergence criterion (GCONV=1E-8) satisfied. 
 
Model Fit Statistics 
Criterion Intercept Only Intercept and Covariates 
AIC 266.553 240.989 
SC 270.653 286.093 
-2 Log L 264.553 218.989 
 
Testing Global Null Hypothesis: BETA=0 
Test Chi-Square DF Pr > ChiSq 
Likelihood Ratio 45.5637 10 <.0001 
Score 56.0249 10 <.0001 
Wald 36.8760 10 <.0001 
 
Association of Predicted Probabilities and Observed Responses 
Percent Concordant 80.5 Somers’ D 0.617 
Percent Discordant 18.5 Gamma 0.621 
Percent Tied 0.6 Tau-a 0.099 
Pairs 15873 c 0.809 
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Stata Panel Regression Diagnostics, 2004-2015 
 
Logistic Regression 
Number of observations 1,247 
Wald chi2 196.64 
Prob > chi2 0.0000 
Pseudo R2 0.1876 
Log pseudolikelihood -633.77503 
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